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CONFIDENTIAL LISBON 245 

E.O. 11652: GDS 
TAGS: ECON, PO 

SUB J : FURTHER COMMENTS ON LUNDBERG'S STUDY OF 
PORTUGAL'S ECONOMIC PROBLEMS 

REF: (A) LISBON 21; (B) LISBON 4081 OF SEPT. 23, 1974 

1. THE LUNDBERG REPORT SUMMARIZED IN REF A ACCURATELY 
DESCRIBES BOTH THE SHORT-RUN "DANGER AREAS" FOR THE PORTUGUESE 
ECONOMY AND ITS LONGER-TERM STRUCTURAL PROBLEMS. THE STEPS 
(PARA 4 OF REF A) THAT LUNDBERG SUGGESTS TO MINIMIZE CURRENT 
RISKS ARE NOT EXTREME AND IF ADOPTED COULD BE USEFUL IN THE 
CURRENT SITUATION. MUCH WOULD DEPEND, HOWEVER, ON THE MANNER 
OF IMPLEMENTATION, DETAILS OF WHICH ARE NOT ELABORATED IN THE 
LUNDBERG PAPER. 

2. IN PREPARAING A YEAR-END PERSPECTIVES PAPER (AVAILABLE 
SHORTLY ) ON THE ECONOMY, WE HAVE BEEN STRUCK BY THE ALMOST 
UNIVERSAL AGREEMENT ON THE NATURE OF PORTUGAL’S ECONOMIC 
PROBLEMS. THIS IS TRUE NOT ONLY OF EARLIER ASSESSMENTS- THE 
OECD REPORT OF JULY 1974 AND OUR SEPTEMBER CABLE (REF B)-BUT 
OF YEAR-END ANALYSES SUCH AS THOSE DONE BY LUNDBERG, THE 
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JOURNAL, AND THE GOP ITSELF (E.G., IN ITS 1975 BUDGET DOCUMENT). 

3. MEASURES TO ATTACK THE PROBLEMS, HOWEVER, ARE MORE CONTRO- 
VERSIAL, ALTHOUGH HERE THE DIFFERENCES ARE OFTEN MORE A MATTER OF 
DEGREE THAN OF DIRECTION. SOCIALISTS, CENTRISTS, AND ORTHODOX 
COMMUNISTS, FOR EXAMPLE, AGREE WITH LUNDBERG THAT CHANGES IN THE 
EXISTING ECONOMIC STRUCTURE SHOULD NOT BE PRECIPITATE, 

THAT WITH MODIFICATIONS IT SHOULD BE MADE TO WORK AS EFFICI- 
ENTLY AS POSSIBLE, AND THAT THE PRIVATE SECTOR SHOULD BE MAIN- 
TAINED FOR THE TIME BEING. THEY DISAGREE, HOWEVER, ON HOW SEVERE 
AND HOW RAPID MODIFICATIONS SHOULD BE AND ON THE DEGREE TO WHICH 
THE PRIVATE SECTOR SHOULD NOW BE SUBORDINATED AND RESTRAINED. 

IT IS THIS KIND OF ISSUE THAT HAS GENERATED DIFFERENCES WITHIN 
THE GOP AND DELAYED PUBLICATION OF ITS INTERIM ECONOMIC PLAN 
(LISBON 5351). 

4. ONE ASPECT OF THE LUNDBERG REPORT THAT GENERATES PARTICULAR 
SYMPATHY INSIDE AND OUTSIDE THE GOVERNMENT IS ITS EMPHASIS ON 
KEEPING EMPLOYMENT HIGH, EVEN IF THIS MEANS SOME SACRIFICE OF 
OTHER OBJECTIVES, SUCH AS ELIMINATING INFLATION. WE AGREE 
THAT MAINTAINING HIGH EMPLOYMENT IS IN THE CURRENT SITUATION 
ESSENTIAL TO BOTH ECONOMIC AND POLITICAL STABILITY. 

5. FROM THE U.S. POINT OF VIEW WE THINK IT FORTUNATE THAT 
LUNDBERG HAS EMPHASIZED KEEPING THE ECONOMY BASICALLY INTACT 
AND TAKING NO ACTIONS THAT WOULD SEVERELY LIMIT THE OPTIONS OF 
A DULY ELECTED GOVERNMENT. THE FACT THAT LUNDBERG COMES FROM 
SWEDEN, A COUNTRY WHOSE SOCIALISM MANY SEE AS A POTENTIAL MODEL 
FOR PORTUGAL. GIVES HIS WORDS AN IMPACT THEY WOULD OTHERWISE NOT 
HAVE. 
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